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- ATET contanés that contract servioe arrangements (“CS8As™) should be available
for ressle at the wholesale discountsd rate. Furthermors, ATAT opines that CSAs are-
tetecpmmunieaﬂon; services avaliable fo users who are not telecommunications !
providers as defined by the Act and {harefore should be avallable for ressle under:
Section 251(c)(4)(A). BelSouth etates that CSAs sre designed and implemented to meet
competition frotvi other carriers and, f BeliSouth Is foroed to resel these offerings. they’
would be effsctivelyl removed from the competifive process. BeliSouth siso argues that,

because the rates designed In the C8As are compatitively priced, they should not be

subjsct to further discount. ,

CSAs generélly constitute pricing and or packaging innovations regarding sarvlooi
offered pursuant to tariff rather than additional “"services” in themselves, The
Coramission has decided in previous &dem that CSAs, as such, will nat be required 1o
be made avallabls for ressle, and the Commission affirms those rulings here with the
following clarification. CSAs will be available for resale at the contract rate with ne
giscount applied If the underlying services are not contained in BeliSouth's tarifi.
However, if the underlying services afe contained In BellSouth's tariff, the reselle may
purchase those services only at the wholesale discount off the tariffed price.

AT&T requests that promotions of any duration be avalisble for resale st thib
wholesale discounted rate. The Commission will not deviats from its previous decisionis

and will not require the resale of pyamoﬂbns of 80 daye or lass to resellers at the

i
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wholeisab discounted rate. The services promoted by BeliSouth will, of course, remain
avalléhle for resale at the tariffed rate less the wholessle discount. A compafitor may
offer :any promotionil Incentive It wishes to respond to & Bauso"uth promotion.
Link-Up and Lifeline Service

The Commlesion has previously amlerad that these services shall be available for
resale to ‘hose customers that qualfy for this service. Currently, Lifeline service is not:
avahéb!e in Kentucky. AT&T may offer Link-Up service only to those customers aligible
to racsive them. ATE&T is required ta discount the Link-Up service by at least the:
percentage currently used by BeliSouth. In addition, AT&T s responsible for applying?
to NZCA to receive compensating funds as BellSouth currently does.

N1 serviceé are not avallable In Kantucky. Therefore, this issue is moot. 911!
services, which are purchesed by numerous governmental entities in Kentucky. are
telecommunications séwicas svallable to users who are nol telecommunications
providers. Therefore, they shall be made available for rasale at the wholesale
discounted rate as'outﬁned in Section 251(c)(4)(A) of the Act. The Commission reaffirme
Its previous dscision on this Issus.

Stafe-Spectfic Mahdated Plane

" BellSouth does net currently offer any state-specific mandated discount plans to
its customers in Kentucky, Consequently, this is 8 not an lssue at present. Should an§
discaunted tarifts be required In the future, AT&T will be allowed an opportunity thmug‘\
the complaint process to present s argumaent for resale to the Commission, !

I
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AT&T raqueited that the Commission reconsider its declsion on this lssue
readi;ed in Case No. 98-431. In thaf case the Commission found that the general .
subsg::r!bar tarlff of any ILEC should be fhs basis for the terms and conditions of resale :
oﬁaréd io competitors.’ The basis fnrfAT&T‘a tequest is paragraph 839 of the FCC's |
First Report and Order In FGC 96-325t which states that resale restrictions, including
‘thosa in an ILEC's tariff, are presumptively unreasonable ATE&T also points out that
paragraph 939 gives the ILEC the bgrden of proving that a proposad restriction Is:
reasonable and nondiscriminatory. 1'hcE Commisslon concurs with AT&T'a position and!
will modify its dacision in Case No. 86-431 to require that an ILEC must support ite
position that a particular tartff condition or limitation !s reasonable.

BeliSouth érgues that non-recuming chargee should not be subject to thé
wholesale discount bacause they represent ssivices that do not have any avoided costs.
However, alttiough individual services may have different levels of avoided costs, the
whg\esala discount rate is set ata com‘)osite rata for all services. Therefore, while some

servicss may have more or less avoided cost, the wholesale discount rate appropriately

Case No. 86-431, Order dated December 20, 1806,

. First Report and Order, GG Dockst No. 86-08 (August B, 1896)
(*FCC Order").

8. |
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pBes to sl services sub)ed to resale. Aceordmgly. the proper wholesals discount rah

shall be applied to non-recurﬂng charnes

I,  APPROPRIATE WHOLESALE RATES
(PARTIES' ISSUES 21 AND 22)

In 'Case No. 08-431, the Commission established a composite wholeesle discount
rate .of 15.1 percent. The decislon wes based upon the evidence filad by MCI and:
BeliScuth. In .this case ATET has: presented new Information upon which the!
Comrnigsion has modied its previouﬁ gnalysis. The Commisslon's decision on the§
whoiesale discount ratt; in Case No. 96-&31 is the starting point for the adjustments that?
it will make In his proceeding. |

In Casa No. 85-431, the Commission treated uncoliectibles as an indirect expense!;
and caleu'ated that 10,04 percent of this account would be avoided, In this procseding,
AT&T includes 100 percent of the uncoliectible expenses in its calculstion of the
wholesale discount rate, while Bellsduth proposes in its resale study to include 100
percent of uncollectible expsnses as avolded. In Hts study based on the FCC Order,
BellSouth followad the FCC methodolagy by including the uncollectible amount only as
determined by the indirect aliocation factor. However, BeliSouth witheas Reid testifled
at the hearing that it would be unreasonable to classify as BeliSouth costs uncoliectible
costs Incurrad by reseliers pursuant to sale of services to end-ugers.” Since both partict'

are in agreement as to the leve!l of avoldability of uncollectibies, the Commission wil

{
I
|
!
i
1

? Reid, Tr. Vol. 2, at 183-84.
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sdjust BeiSoutt's Wholasale diacount calouistion to include 100 paroent of the
uncouectlbie expenslez as avoided.

' The Commiasion aiso wil adjust the BMOUNE of revenues Included i its study In |
Case No. 96-431 to reflect the lnoludcn of ltems that will be avaliable for resale. In
Case No. 86-431, the Commission mirrored the revenue number used by BeliSouth in -
lts wholssale discount studies, However this number is incorrect because BellSouth
exckj:ded ravenues from CSAs, grandfathered services, hon-recurring charges, andf

EB11/011 service revenues on the basis that thess items ehould not be avallable for:

resale. The Comrnission has, hw.'e'ver, detenmined that these items should be avallable§

for resale and therefore includes thesa revenues in its calculations.

The Commission will also mdke an adjustment to reflect a change in the
calculation of the indirect expense factor. AT&T correctly pointed ouwt that the calculation
of the indirect expense allocation factor should be computed by dividing directly
avoldabie expenses by total direct expenses, not total expenses. The Commission
changes the calculation of the indiract factor by including only total direct expenses In
the denominator. ' :

The iasues‘discuosed above concern modifications 1o the study in Case Ne. 96-

431, The foliowing are Commission decislons regarding issuss proposed by AT&T i
thig praceeding. / 5

In its svolded cost study AT&T has Included as avoided costs Accounts 622¢
operator systems, and 6560, depreciation/amortization of operator systems. The

company deiermined that the percent of avoided costs in thess accounts shouid mirror

|
. |
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the percentage of favoldod oosts in the! call completion and number services nmunb§
as détermined by the Gommisslon in Case No. 56-431,

At paragraph 610 of the FCC's Firet Report and Order, the FCC determined that
plant specific and élnnt nonspecific ex;itonm are presumptively not avoidable with the:
excg-;pﬂon of gene\;al support axpsnm Accounts 8222 and 8880 are Included in the
group of accounts which are presﬂmpﬁvaly not avoidable. FCC Rule 51.608,
"Determination of ;avolded retail oostsf," states that costs in thase accounts may be
treated as zvoided retail costs on!yE to the extent that a party proves io a state
corﬁmission that specific costs in these accounts can be avoided. Accordingly, the
burden of proof in thie case lles with I{T&T.

AT&T's assﬁmt!on regarding the relationships betwesn the refsrenced accounts
does not, in the opinion of this Commisslon, meet that burden of proof. The company
has not demonstrated that the percéntage of avoided cost in Accounts 8521, call
completion, snd 6622, number seMces. also appliss to Accounts 6220, operator
systems and 6560, depreciation/amortization of operator systems. Nelther has &
provided other proof that the current 5assumptlon or any other assurﬁpﬂona regarding
avoided costs that may reside in these accounts is vald and safisfles the burden of proof
contemplated In the FCC's rules. Thf‘refora. on the basis of the existing record in this
case, the Commission rejects AT&T's argument that these accounts are 75 percerit
avdidable. i

ATE&Y eleo proposes that 20 percent of BeliSouth's costs in Accounts 6535.
testing, and 6534, plant administration éxpenaes. be deemed avoidable. These accounts

|
i

A |
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are nonspecrﬁc phnt accounts and are therefore subject to the same restrictions as

Aocopn’es 8220 and 8580, ATSTs argument is bmesd upon Its estimate that

approximatsly 60 peroant of its cverall tagﬂng and plant admmistratlon costs involve end- f
user testing and trauble shocting. Based on this estimate of activily, ATST opines that
20 percent of BellSouth’: cosis in thafu accounts are avolded.® AT&T notes that
* BeliSouth provided no support for its position that none of the costs in these acoounts |
are avoided and that BeliSouth provides no response to AT&T's reasonable estimate that
20 pércani of these costs will be avoided. |

In denying AT&T's proposal to include 20 percant of the costs in this account as’
avoldable, the Commission again relies upon the FCC's final rules that put the burden
of proof of avc%dabmty' on the ALEC. BaliSouth is not required to establish that these
costs are not avoldable, AT&T has not shown that its experience with these expenses:
as a long-distance carrier is necessarily comparablie to BeliSouth’s experience with thege:
expenses as an ILEC. Therefore, the Commission will not require that these accounts‘
be considered In determining the wholesala discount rate.

Finaily, AT&T proposes to classify as avoidable capital costs and taxes on capital
related to penara! support assets. AT&T opines that if genaral support expenses ard
considered indirectly avoldable, then & portion of general support related investment
should be also avolded. AT&T conteﬁds that the Commission has already found thaf

BellSouth In fact will avold certain Investment costs and cites Appendix 1A of the MCIj

|
AT&T's Post-Hearing Brief, filed January 21, 1887, at 21. |

¢ Id. at. 21-22, ;
-10-
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and ihcome taxes. However, Appandb( 1A deals exclusively with operating expensu
and does not Include any invutment costs. '

The Commission has siready deemed inappropriate AT&T's inciusion of operator
system expense and depreciation in its avoldod cost study; therefore, It is !n-pprcprhb

1o allow & retum and tax component for oparation systems in the study. AT&T's |tudy

also deiermines the return and tax cdmponanf on gross telephone plant in service. !

HOWever the rate of retumn methodalogj used by this Commission determines a

companys appropriate net operating Income and resulting revenues and expenses on-
the basis of net telephone plant. AT&T's methodology is not consistent wnh that ueed:

by this Commission. The Commission will adhere to Its usual methodology and will not’

include a retun and tax componant as an avoided cost In this arbitration.

Based upcn the precading snalysis, the Commission determines that the

appropriate overail wholesale discount rata is 16.26 percent as shown in Appendix 1,

Consistent with its decision In Case No. 56-431, the Commission determines that a
separste discount rate for residential and business services Is appropriate and calculates
these rates at 16.78 percent and 15.54 parcent, respactively, as shewn In Appendix 1A

. NOTICE TO WHOLESALE CUSTOMERS OF INTRODUCTION
OF MEW BERWVICES, DISCONTINUANCE OF EXISTING
SERVICES, OR REVISIONS OF EXISTING SERVICES
(PARTIES' ISSUE 11)

- ATAT states that it should receiva notice of BeliSouth's introduction of new
services and discontinuance or revision of existing setvices at the sama time Ba!lSouth

prowdes rself notice of such proposed changes. BsliSouth has agreed o give 45—days,“

]
11- |

BeliSbuth Order in Case No. 98-431. AT&T includes $5.010 million as avoided rotum -

i
4

i
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noﬂeé BelSouth also states thet this lesus has been resolved.” However, the record
does not indicate that the parties hava reeched agrsement regarding ATAT's specific
raquest that the Commission require BeltSfauth to notify ressliers at loast 45 days prlar
to the effactive dam of the chenge ot concutrently with BefiSouth's Internal notification |
process, whichevar is earller."

The Commlssion will require BehSouth to provide 45-days’ notice to AT&T of new’

semibes of the discontinuance of revisions of existing services, However, oh a case-by-

case basls, should 45-days’ notice of a change appear inadequate, AT&T may pe!titianE '

the Comivission for additional time prlo} to the implementation of the BaliSouth service!
changes. | this matter has been resolvad in a differant manner than statsd herein, thaif
Commission will review the issus when the parties fils thelr interconnection agreemomf

IV.  REAL-TIME AND INTERACTIVE ACCESS VIA
ELECTRONIC INTERFACES (PARTIES' ISSUE 5)

AT&T requssls electronic interactive access to perform pre-ordering. ordering:
provisioning; maintenancelrepalr; and bifing. BeliSouth and AT&T seem to agree upon the
broad issues involved but to disagree on the details.

The Commission rasaognizes the importance of real-time access in a compeﬁtivé

environment and agrees that BellSouth should provids this access. The FCC's target date

' BeliSauth Post-Hearing Brief, filed January 21, 1997, at 25.

See ATE&T Post-Hearing Brief at 40. '
12- |
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for' such access was January 1, 199?." Accordingly, BellSouth should, in good faith,
atto‘mm to provide the acoess as soon‘_as possible. in the mesntime, it must offer AT&f
an interim solution. Permanent uolulionlt shouid be available and shouid be implemented
o fater than June 30, 1967, The resuitant costs incurmed by BelfSouth should be bome by
the rALE(';s on a fally apportioned bui;. As competition devalops, additional ALECs wﬂl
be required to bear their portion of iheledsts.
The Commission addressed theI issue of access to customer recards in Case No.
96440, and It acheres to that decision hers. When customer information Is withheld from
an ALEC, a competitive dlcadvnmagaé Is cresiod. To offer relief, the Commission has
conciuded that an ALEC's provision of & blanket Lettsr of Authorization to the ILEC shall
be sufficient to aliow the ALEC access ito customer records.
V. PROPOSED REQUIREMENT THAT BELLSOUTH ROUTE
CALLS FOR OPERATOR SERVICES AND DIRECTORY

ASSISTANCE DIRECTLY TO AT&T'S PLATFORM
(PARTIES' ISSUE 6)

AT&T argues that direct routing Is technically feasible and therefore should be
provided In the resale snvironment. ATé.T says BeliSouth cen provide this capablilty by
using lts Advanced intslligent Network ("AIN"). AT&T asserts that Boil Atlantic has

2 in FCC 96-476, Imple

e

i

u DCH l 9 1N

Telecommunications Act of 1888, CC Docket No. 96-88 (December 13, 1868),

Paragraph 11, the FCC stated it does not intend to inltiate enforcement action
against ILECs that do not meet the January 4 date but are making good falth efforts
to previde the access "within @ reasonable period of time, pursuant to an
implementaticn schedule approved by the relevant state commission.”

¥ 'Case No. 96440, Patition by MCI Yor Arbitration of Certain Terms snd Conditions

of 8 Proposed Agreement with GTE South (ncorporated Conceming interconnection

and Resale urder the Telecommunications Act of 1996, Finai Order dated
December 23, 1996.

~13-
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.nmdy agreed 1o provide this funabon through its AIN by April 1897. While AT&T
acknowledges that switches provide 6n|y a finite numbar of line olass codes, It afoues
that they can and should be alloate!d to new entrants on = “ﬂnt come, first served”
bafkls AT&T also statee that the colrnmissbn has already held, in Case No. 96-43{

ﬂ-a{ BellSouth should brand all calls wlven oftering services for resals whers techniully

feashble. AT&T asserts that the bchn&ogy required to brand calls and o route calls to

a provlder' operator services |s the same since, in elther case, there raust be a way to
dlst!ngunsh ATZT tustomers from Bengouxh customers. |

BeliSouth cheracienzes the mquasted capabifity as "local switchiing with selecﬁve
routing” and argues that tt is techmcally unfeasible, Cliing the limfted capacity of tha
switches, it argues, inter alla, (1) that llﬁe class codes for salactive rotuting could not be
offered to 2ll ALECSs and limitation w&uld be unfair to carriars who did ot receive the

funclion; and (2) that exhaustion of the éwﬂdw would restrict e service variations ALECs

could ctfer as weli as the ability of BeliSouth to provide new services. BeliSouth also

says its existing AIN capabllities ca‘r_mot provide the raquested selactive routing.

Hovrever, BellSouth explains that It is é_aeking a solution and urges the Commission to

dany ATET's request at this time.

The Commission has already w:nduded, in Administrative Case No, 355, that .

it will not require ILECs to furnish resold tartffed services minus operator services. The

Commission reaffirms that decision here, but notes that, if an ILEC and reselling ALEC

“ ' Administrative Case No. 355, Order dated September 26, 1896.

i
 Ade
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rsdch & mutusl agresment In rugwd 50 such service separations, the Commission wﬁl
acoept this individual amangement.

" K, however, an ALEC provides aﬁwico through unbundied slements, an ILEC shall
provide routing for the ALEC's wst&mrs calls for operator services and dlroctnry
asd:stance If an ILEC asserts thet tho service is not technically feasible, it bears the
burden of proof before the Cnmmission BeliSouth hae not bome that burden in ragcrd to
the rnuting issue in an unbundied alement environment

VI. BRANDING (PARTIES' |§SUE 7) |
As previously stated herein, th; Comimiseion does not require ILECs to funish
resold tariff services minus operator or t‘iirectory assistance services, slthough if an !LEé
and an ALEC agree to a wholesals Elrata for a service without operaior services or
direttory assistance services, the Com:rnlsslon will accept their arangement. If, on thé
‘other hand, an ALEC provides the sarv:ce through purchase of unbundied slements, then
the ILEC shall provide customized routmg for 0+, 0-, 411, 611, and 555-1212 calls. If
an ILEC asserts that customized call routmg is not technically feasible, It has the burden
of proving its laimn. |
" ATST argues that directory assiktanoe service and operator services should bei
branded as It requests. BeliSouth morts that it is not required by the Act io brand;
opera'nor or directory services on an lndl\%ldual brand basis, and that such branding is not:
!

technlca!ly feasible.

! '
' The FCC has concluded tha! where operator call completion or d:ractory
assistance is part of a serviee or servlce package, failure of the ILEC to comply with '

|
i

415-
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bra‘nding requests presumptively eon:tﬁmes an unreasonabis restriction on resale exoept
in lcasen where it is not twhnuily famlbla ¥ The ILEC should, however, ba
oompensated for costs Incurred in cmnblying with branding mqum by the carrier whlch
maqe the request, .

The Commission finds, tharafore. that In those Instances where branding Of
operafor services i technicaly fensible, and where such branding is necessary for parlty
of service, It should be provided. However the Commission will not raquire BollSouth
to brand directory assistance for AT&T because it does not brand iis own. Should
Bellﬁoufh inltiate branding of its directtiary assistance, it must also offer competitors the
option to have their calls branded. |

Where branding doss take pléce pursuant to the terms described haerein,
BellSouth shall determine the additional cost tt will incur to provide it anc shall bill AT&T
for such costs. AT&T or BellSouth méy petition the Commission for resolution of any.
biling disputee. |

" Vil.  APPEARANGE OF AT&T ON BELLSOUTH'S DIRECTORY
(PARTIES' ISSUE 8)

 ATAT argues its logo should be displayed on BeliSouth's telephone directories as
BellSouth's logo is displayed. Howev:ér. this dispute Is no longer at issue, since the
Commission has already addressed . By Order dated November 21, 1866, BsiiSouth |
Advertising Publishing Corporation (‘BAPQ}O') was denled intervention In this proceeding.
In that Order, the Commission noted tﬁat AT&T and other ALECs that have directory

]

15

Sgg FCC Order, Paragraph 871.
-16-
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puhnoaﬁon hesds must negotinte and contract directly wih BAPCO. Aoccordingly, tho
Commiesion dmlmma&mmmmmwcom thlsprocooding
Flnauy. according to the information BAPCO has filed In this prooeedlng. on August 14
1996. It entersd Into a complete dlmc;ow publications agrasient with AT&T. AT&T
has produced no new evidenoe to ln&bnto that the Commission should reconsider lts
November 21, 1996 deoision, |

VIll. ACCESS TO TEN SPECIFIED UNBUNDLED NETWORK
" ELEMENTS REQUESTED BY ATA&T (PARTIEE' ISSUE 14)

AT&T requasts that BsllSouth unbundle tan specific slements and their features,
funcums and capablilities. As AT&T states the Commission has previously found that nt

is technically feasible for BellSouth to provnde these elements. ¥ A mutual resolution hns

been reached for eigit of the requested glements, whille i |ssues ragarding the AIN and thav.

Network interface Device ("NID") remain in dispute.
Be!!South agrees to provide unbundied access to its AIN slements; however, it

arguss that mediation devices are necessary to ensure natwork reliability and security.’

Tre Commissicn therefors requires AT&1" to network through a mediation device fora 50
day period. If, during this period. AT&T;. exhibits its abillty to interface relfably within the

AN network, use of mediation devices s\wall be discontinuad.

16

: 431, at 15.
| ‘ !
7 " BeliSouth Post-Hearing Brief at 29,

| 7-

S8e ATET Post-Hearing Brief at 41, citing the Commission's Order In Case No. 86-
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BellSouth also raises the issué of safety and natwork reiiabitity in regard to the
unbundlmg of tha NID."® AT&T has oﬂ'amd a resolution of the eafew iseue.'® Safety
perfommoe and rellabuhy are requlred‘bytm Commission of el carriers Thersfore, tho

Commrssaon determines thet BeliSouth shall provide nondiscriminatory accass to the N|D3

IX. PRICES FOR EACH UNBUNDLED ELEMENT AT&T
HAS REQUESTED (PARTIES' ISSUE 23)

The parties have submitted cast studles which rely upon different mathodoiogies and

purport to calculate the forward lovidny ittal slment long run incramertial cost ("TELRIC")
of BbllSouth's unbundled network elements AT&T used the Hatfield model to derive ltsi
estimates of BellSouth's TELRIC elemem costs as did MCI In Case No. 86~431. The.

Con{mission here reaffirms its decision ih Case Nu. 96-431 not to use the Hatflsld model

as its primary methodotopy because It does not reflect BeliSouth's actual network design 3

and costing processes.  BallSouth's TELRIC studies use engineering procass models and .

certain accounting data to estimate its forward-looking TELRIC costs. The Commission .

finds, howaver, that the Hatfield rnod"ai is & useful tool which can be used as an

Independent estimate to check the reasonablensss of BellSouth's TELRIC estimates, -

particufarly since the assumgtions underlying the Hatfield model are available for public '.

scrutiny.

' Because the arguments offered In this case do not differ in relevant substance

: i
from those offered in Case No. 88431, the Commission sees no reason to revislt the |

i
1

'BellSouth Post-Hearing Brisf at 27.

18

® CATET Post-Hearing Brief at 43 (guaraniesing that it will use properly trained

techniciars in grounding any BeliSouth loops and will comply with the Nationa!
Electric Safety Code).

=18-
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ss:éu decided in that case and ﬁnd¥ based upon the principles discussed and tha
dedsions reached in that Order, nsfo‘lom
; For the unbindied loop utegoﬂu an $18.20 rate should’ be get for 2-wire Ioops
From this base loop rale, we faﬁow&d the relationship between BellSouth's 2-wire
TELRIC and the TELRICs for other' loop categories. The $18.20C reconciles the
dlfférencs between BellSouth's loop smd_,r in Administrative Case No. 365 and that
submiited in this case. Wlthln 80 days of the date of this Order, BallSouth should,
however, provide TELRIC studles for those unbundled network slements for which It hss
not provided a TELRIC estimats, inclucjing the NID and nori-recurring charges. |
Due to time constraints, the cémplexﬁy of BellSouth's cost models, and the
concerns discussed fully In the final O;der in Case No. 96-431, the Commission will
oond"uct additional investigation. The unbundlad network element rates prascribed herein
reﬂeét the Commission's concerns ri(egardlng BellSouth's TELRIC studles. The
Commission has mede temporary adjustr%ents io BellSouth's cost study esults and has
set uhbundied network element prices é'ccordlngly See Appendix 2. These rates are
m*anded to be temporary pending further investigation of the TELRIC studies and |
pendmg congideration of the extent to whnc'-a non-traffic sensitive ("NTS") and NECA
universal service payments may support local service cost recovery. To the extent that

adjusiments to costs and prices are waﬁrantsd the Commission will corduct a trus-up

ona 6rospecuve basis. | -.
; |
ln setting initial prices for unbundied slements, the Commission udhesed to the |

fotlowjng principles first adopted in Caée No. 986-431: if. BeliSouth has furnished a :

|
; |
'~ 18- |
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TELRIG stucy, the prics s squal o TELRIC, I no BelSouth TELRIC has been furished,
we Iooked to AT&T's Hatfeld TELRIC; if nelther BeliSouth nor AT&T TELRIC study wcs
relevant. we locked to BeilSouth's proposed true-up price; and n' none of the above was
avdl!ab!e we looked to BellSouth's eﬂaﬂng tariffed rate.

: Finally, the recovery of NTS revenue streams s also of concemn to thls
Commission. In Administrative case Nc. 355, the Commission signaled ite intent to
anow LECs to continue to recover the:r NTS revenues, currently recovared through tolt
and access charges, through a umversal service fund. Some years ago, sach LEC's
NTS revenue reguirarnent was ramduany caleulated and was Intended to support local’

ssrvice. The Commisslon doss not, however. intend that local servioe costs currenﬂy_

bainlg recoverad through access chardas and ultimately through the universal service

fundv' will be recovered twice.?® After ?mmining BeliSouth's cost studies and pricing

proposals, the Commission cannot aséeriain whather or how these local service coste

have been considered. This issue will figure prominenty in the Commission's upcoming .

investigation.
X PRICES FOR CERTAIN 8UPPORT ELEMENTS
RELATING TO INTERCONNECTION AND NETWORK
ELEMENTS (PARTIES' lSSUE 26)

- AT&T asserts that access to pole_s. condults, ducts, and righﬁ-ofvway shoukd be

priced at TELRIC plus a reasonable allocation of forward-looking joini and common

i
i
!

0

extent to which local service coats ‘are recoverad in those.

20
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‘The commissnén hes related concems regarding NECA support payments and the
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cohs ATET also assetts that Bouséuth shouid be requived to produce adequate co:t
] dooumemation to enable the cOmmlulon to set cost-based prioas
" BeliSouth proposes that utablﬂhod tariffed or contract prfoa shouid be used for
existing support functions or servms and that, to the extent a naw support function is
necessary, the price should be sst a‘t cost plus & reasonabis profit The parties aiso
disagree on ierms for interim number’ ponabulity and physical collocation.
Ths Commission finds that the rates for access to poles, ducts, conduits, and nghb-
of-way should be developed oonsistem.ly with principles found at 47 U.8.C, Section 224(d)
in addxt:on the Commission raaﬁlrms its decislon in Cass No. 36-431 that each LEC
should bear its own coste for providlng ramote call forwarding as an interim number
portability ontion. Finally, the Commission finds that the costs for physical coliocation on
BellSouth's premises should be based En comparable prices for leased cffice space per'
squére foot. |
" XI.  LIMITATIONS ON AT&T'S ABILITY TO COMBINE
UNBUNDLED NETWORK ELEMENTS WITH ONE
ANOTHER, WITH RESOLD SERVICES, OR WITH

AT&TS OR A THIRD PARTY'S FACILITIES
TO PROVIDE TELECOMMUNICATIONS SERVICE

(PARTIES' ISSUE 15) .

AT&T statas that the Commission has already decided that BeliSouth may not |
restritt a new entrant's ability to 'combir*a nefwork elements with ona another, with
resold services, or with its own or a thlrd party’s facilities."*! AT&T is correct that the

Commtssion has ruled that BellSouth mu.,t in accordance with the Act, at Section

21

‘AL&J  Briefat 12, g Gase No sm:u Final Order dated Decsinber 20, 1698,
a |

21-
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251(0)(3). provide network elements "ln a manner that aliows requesting carrlers to
mmblne such slemants In order to provide such tslecommunlications service.” The
Commission affirme that decision hore and rejects BellSouth s argument that the
purchm of elements to create service pursuant to Section 251(c)(3) raust be priced at
the ate for burchase of service for reéale under Section 251(c)(4). However, ATAT ls
mcarmt in asserting that the commiulon has ruled that new entrants must be permltted
to combme network elements pumhased from BeliSouth with resold services.

AT&T may combine network elerben!s. whether thoss alements aie its own or are
purdhased from BeliSouth, in any mannér it chooses to provide service. ¥ AT&T wishes:
to purchase service for resale from BellBouth pursusnt to Section 264(6)(4), & purchasesi
the entire arvice a8 is and at the resale rate.

' XIl.  WHETHER BELLSOUTH MUST MAKE RIGHTS-OF-WAY
AVAILABLE TO AT&T ON TERMS AND CONDITIONS 11
PROVIDES TO ITSELF (PARTIES' ISSUE 18)

BallSouth and ATE&T agree that nﬁht-of-way spaca should not be .eserved by any:
party and that available space should be a'located on a “irst come, first served” basis.
Howéver, BeilSouth belisves, as AT&T;_does noi, that it should not be required to give
aceess to its maintenance spare at any time. A malintenance spare is space reserved |

on a'pole or in a condult on which BellSouth can place facilities quickly in responss to

an eﬁwergency such as that created by a cut or destroyed cable. BellSouth argues that

extensive delays In service restoration t::ould result if BellSouth's maintenance spare is
forfelied. AT&Ts position is that there should be a common emergency duct and nner :
duct for use in emergency service restoration situations. AT&T does not discuss ,
|
=22~
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maWntonanoa spares attached to po\u ATAT also proposes a priority restomlon
sehldulo :
| Because the Commission belevos intarrupted service rust be promptly rahmd

it wil! not crder BeliSouth to forfelt its mnlnmnance spares. Nelther will the commhslon

order the arrangement promoted by A‘I'&T gince the nesd for asoess to m-mbmnco

caﬁabllities relative to cable restoratlé;n Is only required when an ALEC has placed its

own cable, a situation which has not yet arisen. Conplainis or further consideration of

_ AT&Ts proposal wili be considered as ;ALECs begin to run their own cebie. In addition,

because the restoration plan Used bQ BeliSouth in the past mests the Commissiun'é

minimum raguirements, no modified pian need be established.

" Other proposals made by AT&T are as follows: (1) octupation of speciﬂc pole.
atachment aﬂd duct space should be determined by joint angineering arrangementsl
between AT&T and BeliSouth; (2) AT;T should be permitted to lash its cabie to the
exisﬂng faciiides of other carriers as wellzas io iis own; (3) BellSouth should advise AT&T
of environmental, health and safety irispections; (4) manhole space for racking and:
storage of cable should ba provldec!ﬁ; and (5) BellSoulh should acknowledge the
presence of environmental contamlnan%s In its conduit system. |

| Pursuant to federal law, ILECs mnist provide to ALECs the same access to rights- |
of-wal that they provlda themselves. Ths mandate encompasses all of the above items;
therefore, It is not necessary to address each issue independently. BellSouth must ;
provide the same rights-of-way access, notifications and arrangements to competing |.

carrlai's as It provides itself. Should Instance arise where AT&T or any other ALEC .

i
i

N0, 293 P.él?/ZS
|
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bellbves discrimination has occurred, Lhe complaint process is available to resoive the
. I :

“issues,

Xiil. AGGESS TO UNUSED 'JRANSM!SS!ON MEDIA -
(PARTIES' ISSUE 18)

Unused transmission media consiﬁmie a valuable resource to the public swltched
network, and therefore ATT shouid ha)ve the right to lease or buy i from BeliSouth for
the provision of telscommunications se!wices, The Commission originally concluded in
Case No. 96.431 that the ALEC shot#d begin construction using any requested fiber
within six (6) months of the exaouﬁnri of 2 lease or buy contract. The Commlssionz
further concludad that the ALEC should not proposa to lsasz or buy unusad transmisslon
medla for future unspecified use and tth BeliSouth should not refuss to lease or sell iti
to 'thé ALEC without legitimate business%purposes. Howevar, in Case No. 96-431,% the
Com}nissian amended its decision to sta%e thed, if BellSouth refuses a request, it should |
show that it will need this unused transn!jissfon media within three (3) years rather than
the *ve (5) years specliied in the Daoe:ij‘nber 20, 1966 Ordar. |

The Commission regards unu:ud transmission media as a pathway for
telscommunications service such as a iaole. duct, conduit, or right-of-way. Therefore, ;
unused tranemission media s neither ati? unbundied element nor a telecommunications

sewiéa avallable for resale. Because 'rlﬂts nelther of these definltions it shall not be

priced as such. The parties are free to negotiate rates and may bring complaints

1 . i
regerding unfair pricing or restrictions of use to the Comrmission.

1

2 Case No. 56-431, Order dated January 29, 1567.
; %-24-
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" XIV. PRICE FOR CALL TRANBPORT AND TERMINATION/BILL

AND KEEP (PARTIES' ISSUES 24 AND 25) .
ATAT argues that the price fora{e transport and termination of local traffic shoud
be set at TELRIC. BeliSouih aigues thai TELRIC pricing i8 inappropriate and that the
rate' for trarieport and termination should be establlshed to recognize local trnfﬂca‘
relationship to intrastate switched scoess bacause local interconnection provides the
same functionalities as switched accese.

" The Commission has concluded tat Intarconnection ehould be priced at cost plus

a reasonable profit based on Section{a 252(d)(1)ro'f the Act. Thus, the pricing fari
tarmination of local calls should be at ﬁ'ELRIC o that this compensatien is basad_on'
actué! cost instead of upon subsidies ﬁai are present in existing rates.

The Commission has stated diat “the market will be best sarved by swift
development of the necessary recordin§ and billing amangements to provide reciprocal

compensation among local carriers.”® Thus, the Commission will require reciprocal

compensation unless the two parties agree to & bill and keep amangement not to exceed

one year.

'XV. \WHETMER BELLSOUTH MUST PRIGE BOTH LOCAL
AND LONG DISTANCE ACCESE AT COST (PARTIES' ISSUE 27)

- AT&T argues that because accesé. whether local or lcng-distence, is & "network
element” pursuant to the Act, it must be sold fo AT&T at the cost-plus formula provided
in Settion 252(d)(1) of the Act. Howaver, Section 261(c)(2) of the Act spacifically

“requires ILECs to Interconnect with othér carriers for the "transmission and routing of

‘Case Nn. 86-431, Order dated January 26, 1697 at 10.
3 -25-
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{dophone exchange sernvice and axchunge access." AT&T offers no convincing reason
Why Section 251(0) should be ‘ntefptetsd o include long-distanoe access as wuu
éxchange gervice. Furthenmre the FCC has praviousty deddad that i an IXC requests
mterconnecﬁon to originate or ten‘mnate s Interaxchange tratic, K is not entltlod to
rbceive interconnection pursuant tL Section 251(c)(2). Accordingly, the Commluion
agroes with BellSouth that this issue is beyond the scops of this arbitration proooedmg
and dismisses it from oansiderauon.

XVI. RATES FOR COLLECT, THIRD PARTY, AND
INTRALATA CALLS (PARTIES‘ ISSUE 28)

AT&Y proposes that Be.lSoqth be requirsd to use the Centralized Massape
Distribution System ("CMDS") prooes;s currently used on an interLATA basis for biliingl of
intraL ATA callect, third-party, and calling card calls where all such calls are billed at tipe
originating service provider's rates.

BellSouth maintains that a mgiénal system for processing these ypes of calls doas
nat exist today and that BeliSouth canionly bill its own retsi! rates for these calls bacaufe
it has no access to AT&T's rates. BeliSouth Gays it wil provide ATAT the requestsd
ca!pabilities on a state-spesific level, bu{ cannot, at this time, do so regionally.

The Commission finds it inaﬁpmprlate in this proceeding to require raglonal
unﬁormlty through implementation of CMDS in the manner proposed by AT&T
Acaord‘ngly. Bel!South may bill its own rates for intraLATA collect and third number calls

i
i

!
]

|
|
|
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'! . APPROPRIATE comlm'rtw. TERMS AND CONDITIONS

| INCLUDING DISPUTE RESOLUTION, PERFORMED
REQUIREMENTS, LIABtLﬂYnNDMITY SPECIFIED
"DIRECT MEASURES OF QUALITY," EXPLICIT ASBUMPTION
BY BELLSOUTH OF RESPONSIBILITY FOR CAUSING
AT&T UNCOLLECTlBLES (PARTIES' ISSUES 8§, 4, 28)

The Act requires, at Seeﬁon 251(::)(2)((:) that ILECs must provide urvloo to
reiquesﬁng carriers "that is at least aqual in qualty to that provided by ths local exchange
carrler to itsaif or o any subsidmy. afiliate, or any other party to which the urrler
provides interconnaction,” lssues numharad 3, &, arid 29 of the Joirt lssues List dqal
with demands made by AT&T that‘: it says are necessary to ensure that Bousnu:th
cohpﬁes with fis responsibiilties underthe Act. AT&T asks for specified Direct Measurés
of ‘Quallty; terms to ensure that Ball&South will assume responsibliity for its erors in

: | , :
causing AT&T unbillable or uncollectible revenues; and terms providing for dispute
reéo!uﬁon performance requiramenté and liabllity and indemnity.

| AT&T argues that, since BellSouth hae a monopoly, AT&T carn only look to It to

purchase service for resale, mtamonnecﬁon. or unbundled elements. Consequently.
AT&T concludes that mechaniams mxi.sst be in place o ensure that Bel!South complies
wm- the Act. ' |
The Commission agrees that nogoﬂated terms for alternative dispute resolutlon,
ob'ecﬂve measurements of the parties’ expectaﬁons and mutual ltability provisions may
be use'rul to both parties to any cormcl However, it is unnecessary for the Cornmlsslon
to raqulre any such terms and condmons The service parity requirements of the Act arq

clear and BellSouth has not Indlcated that it will fail to sbide by them. There is no

reason for this Commission to assume that BellSouth will not in good faith comply wltn

“ i 27-
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ltL obligat!ons undar the law, Should problems arise regarding the quality of uwies
pbvldod ATET may bring the mattor fc the Commission's attention. _

' Having reviewed the record and heing been otherwise sufficlently advised, the
Obmmlssion THEREFORE onoené that

1. The partiss shall renew thelr negotiations to complate their aqreement In
adcordance with the principles and dmttaﬂons described herein.

2.  Best and final offers on terms which are encompassed within the arbltratod
issues and upon which the parties remam unable to agree shall be filed within 30 days
of the date of this Order.

3. Additional cost studies réquued to complete tha Commission’s investigation
into appropriate pricing as discussad‘herem and In the final Order in Case No, 86-431
shall be filed by BellSouth within 30 &ays of the date of this Order.

Done at Frankfort, Knntueky. this éch day of February, 1997.

By the Comeiasion

DISSENT OF cHAt'RMAN LINDA K. BREATHITT
! respectfully dissent from Sawon X, Parties' Issue 15 regerding pricing of

recombmed nelwork elements. My ratlcma.e is eet forth in Case No, 88431, Petition by,
i

MCI ' for Arbitration of Certain Terms gnd Conditions of & Proposed Agreement with.
. ; i
BellSouth Teiecommunications, inc. C:qncemlng Interconnaction and Rasale under the,

i %
! : ‘



